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Section 1

Independent Auditor's Report
To the management of BellSouth Telecommunications:

In the first annual audit, we have re-examined the Retail/Resale and UNE-P processes related to
the BellSouth call tracking system for payphone calls. Our examination included procedures to
obtain reasonable assurance about whether the controls included in our audit were suitably
designed to achieve the control objectives namely that (1) the BellSouth call tracking system
accurately tracks payphone calls to completion, (2) that BellSouth satisfactorily complied with
and applied these controls and (3) that all compensable cails are accounted for. Such controls
and procedures that were in place for First Quarter, 2005 were reviewed. We relied on the
experience and expertise of American Consultants Alliance, Inc. in planning the audit, gathering
data, performing procedures, and completing the audit. Our examination was performed in
accordance with standards established by the American Institute of Certified Public Accountants
and included those procedures we considered necessary in the circumstances to obtain a
reasonable basis for rendering our opinion.

In our opinion, the accompanying description of the applications of these controls presents fairly,
in all material respects, the relevant aspects of BellSouth's controls and processes that were in
operation for the first quarter 2005. Also, in our opinion, the controls and processes, as
described in the initial audit continue to provide reasonable assurance to achieve the control
objectives namely that BellSouth:



1) has procedures in place to accurately track payphone calls to completion;

2) has identified persons responsible for tracking, compensating, and resolving disputes
concerning payphone completed calls;

3) has established data monitoring procedures;

4) adheres to established protocols to ensure that any software, personnel or other
network changes do not adversely affect its payphone call tracking ability;

5) has created a compensable payphone call file by matching call detail records against
payphone identifiers;

6) has implemented procedures to incorporate payphone call data into required reports;

7) has implemented procedures and controls needed to resolve disputes;

8) has implemented critical controls and procedures to identify payphone compensation
errors; and

9) has implemented business rules for implementing and paying payphone
compensation.

10)  has made material changes that do not effect compliance with the payphone
compensation process.

In addition to the procedures we considered necessary to render our opinion as expressed in the
previous paragraph, we applied tests to specific controls, which are presented in section 3 of this
report, to obtain evidence about their effectiveness in meeting the related control objectives
during the period of March 2005. The specific controls and the nature, timing, extent, and results
of the tests are listed in Section 3. This information has been provided to management of
BellSouth to be used to satisfy the requirements of the FCC order in docket No. 96-128 Pay
Telephone Reclassification and Compensation that BellSouth must establish its own call tracking
system and have a third party attest that the system accurately tracks payphone calls to
completion. In our opinion, the controls that were tested were operating with sufficient
effectiveness to provide reasonable assurance that the control objectives were achieved.

The description of controls is as of June, 2005 and information about tests of the operating
effectiveness of specific controls covers the period from July, 2004 to March, 2005. The
projection of any conclusions, based on our findings, to future periods is subject to the risk that
(1) changes made to the system or controls, (2) changes in processing requirements, or (3)
changes required because of the passage of time may alter the validity of such conclusions. This
is the first of the annual audits BellSouth will conduct of BellSouth’s call tracking system for
payphone calls.

This report is intended solely for use by the management of BellSouth.

Section 2

BellSouth's Description of Controls and Overview of Operations

BellSouth Headquarters offices are located in Atlanta, Georgia. BellSouth primarily provides
local and intralata telephone services to customers throughout their 9 state operating area. The



Payphone Compensation process was put in place to compensate payphone providers for
customers who use toll free or access code dial around numbers to complete their calls.

The audit encompasses usage as it relates to Payphone Service Provider (PSP) originated 800
IntralLATA traffic originating and completed on BellSouth’s network for both retail/resale and
UNE-P accounts.

Operations are under the direction of BellSouth’s Vice President-Marketing. The Marketing
Organization has assigned a Product Manager to oversee the Payphone Compensation process.
This position is supported by other organizations such as Interconnection Services (ICS), UNE-P
Product Management and Regulatory. Payphone Product Manager reports to the ICS Director
responsible for Usage, CLEC Negotiations and ICO Management. Any changes or modifications
to the payphone compensation process are done in accordance with the Investment Review
Board Process and are initiated by the Payphone Product Manager.

BellSouth has contracted with Accenture to perform retail/resale usage aspects of the payphone
compensation process. Accenture pulls all AMA data directly from BellSouth’s upfront
Electronic Toll Collection System (ETCS). Accenture provides the MP-10688 report, Dial
Around Message Detail, that lists all compensable payphone calls to BellSouth and creates a
usage file that will be used by BellSouth within their quarterly compensation process.

Quarterly BellSouth creates an 8XX exclusion list. BellSouth investigated high volume 8XX
numbers and determined that the numbers were prepaid calling card platform numbers. This list
is generated for 8XX numbers that receive 500 or more calls per quarter. BellSouth determined
that the average intraLATA 8XX line would have no more than 499 calls per quarter so they use
500 calls as their cutoff point. Because of the nature of these calls, BellSouth’s position is that
they are not the Completing Carrier and are not responsible for the PSP compensation.
Therefore, any PSP originating traffic that terminates to a number on this 8XX exclusion list are
not forwarded to the NPC. BellSouth retains all records for inclusion in their PSP call
compensation dispute process.

An exception to this process is if the high volume 8XX is a BellSouth Company number, i.e.,
business office, repair, etc. These 8XX numbers can receive over 500 calls in a quarter and are
compensable. These calls are included on the Superfile forwarded to the NPC.

The BellSouth Tapestry System produces the UNE-P Dial Around Compensation file. This file
contains all compensable UNE-P payphone calls that will be used for compensation purposes.
There are no exception rules for any UNE-P accounts. BellSouth does not apply the high
volume 8XX exclusion list to these calls.

BellSouth has contracted with the National Payphone Clearinghouse (NPC) to perform the actual
compensation of the payphone providers. As a client of the NPC, BellSouth will combine both
the retail/resale and UNE-P payphone usage files quarterly and create a CD-ROM in accordance
with the NPC’s written specifications.



All disputes are handled by the Payphone Product Manager in accordance with BellSouth’s
established procedures.

For any additions or modifications, BellSouth’s IT department has a rigorous change request
process in place.

The list of control considerations presented above represent a comprehensive set of controls but
is not all encompassing of BellSouth controls.

Section 3

Information Provided by the Auditor

BellSouth has implemented procedures to track payphone calls to completion, monitor data and
resolve disputes. BellSouth has developed effective business rules for payphone compensation.

BellSouth provided the mediated switch recordings for March 15, 2005; the MP-10688 Dial
Around Reports for March and April, 2005 for retail/resale accounts; the Traffic Aggregated
Premium Plan (TAPP) file; the BellSouth 8XX Number List; and the Over 500 Call Exclusion
List and the 1** quarter NPC file.

Mediated Switch Records: BellSouth provided a file of the mediated switch records originating
from payphones. Auditor reviewed USOCs used to identify payphone accounts.

MP-10688 Dial Around Reports: BellSouth provided reports for March and April, 2005.
Auditor compared the mediated switch records to these reports to ensure all compensable calls
were accounted for.

Traffic Aggregated Premium Plan (TAPP) file: BellSouth provided a file listing accounts
participating in a TAPP arrangement. Auditor verified that all TAPP account usage was
reflected on the MP-10688 reports and the NPC usage file.

BellSouth 8XX Number List: BellSouth provided a file listing all BellSouth Company 8XX
number. Auditor verified that payphone calls terminating to these 8XX numbers were reflected
on the NPC file.

Over 500 Call Exclusion List: A file was provided listing all XX numbers that received over
500 calls in the 1% quarter, 2005. Auditor verified that calls placed to these 8XX numbers were
not included on the NPC file unless the 8XX number belonged to BellSouth in accordance with
the 8XX Number List mentioned above.

1% Quarter NPC File: BellSouth provided the file sent to the NPC for 1* quarter, 2005. Auditor
verified that both retail/resale and UNE-P calls were included on the compensable call file
submitted to the NPC.

BellSouth controls provide reasonable assurance that BellSouth‘s procedures accurately track
payphone calls to completion and that the process accounts for all compensable calls.



BellSouth has procedures and assigned personnel to resolve payphone compensation disputes.
There have been no disputes.

Auditor tested all critical controls and procedures to verify that errors are insubstantial. There
were no relevant exceptions.




